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Recent Price Developments

By Ralph C. Waood, Divlslon of Busnss Bk

ONTINUING o trend $hnt began lost August,

many commodity prices moved upward during the
first quorter of this year, Although lange increnses over
last fall hnve heen mainly confinad to basie commeodities,
advances nmong processed snd fabricated goods wers
increqeingly numercus snd in many instances aubstan-
tial. Prices of all commodities other than iarm produsts
nad foods, as reporied by the United States Burean of
Labor Statistics, wers only 4 percent higher by the end
of March thon i mid-August of lnat yenr, but prices
of many commoditias, sspecially those nffected by the
procurament neads of the armed forces, were higher by
o anch wider margin.

Wholesale lumber prices gensrally were sbout 20
percent higher, woolen and worsted goods 12 percent,
aotton goods 23 percent, leather nbout 7 percent; and
prices of o number of specific items wmong thess groups
were up in 8 much greater degree. With some excep-
tions, auch as the specific lumbar prices that advaneced
moet harply last foll and that have declined to soma
extent, the tendenay among these prices sinoe the first
of the year has baan to hold their lanre incresses of pre-
cading months or to continue upward, Among food
prices 2t wholesale, meats wers higher by shous 10
percent. .

Notable advanees have ocowred recently in mony
athar lines, including elothing, furniture, housefurnish-
ings, refrigerators, kitchen viensils and smoll appliances,
hardwore, and office suppliea. Diseounts snd other
concessions formerly avuilable bave besn reduced or
eliminated from the terms of sale in many price nreas,
thus contributing to the rise in effective prices.

Wholesale price increases began filtering down into
retanil lines some time ago, notably in dlothing, furniters,
reftigerators, and other items just mentionsl. Men's
clothing, including overalls amd work shiris, wos one
of tha first to he affected, with repented small increases
gince lost fall. This movement was more thon offset
in January and February by cut-price sales of women's
wear, 80 the clothing component of the cost-of-living
index for goods purchased by woge earners and lower-
enlavied workers fell dightly in those momihe, (See
fip. 7.)

Neveriheless, because of increnses in practically all
other items the combined cost-of-living index advanced
dightly in February. This gein waa particularly note-
worthy among food prices, beef prices declining some-
what but pork advoncing sharply. A seasonal drop in
ege prices wlso ocourred, but prices of most other foods
incrensed. Notwithstending o definitely upword tend-
ency, the 2-percent rise in the cost of living from

June 1930 to February 1940, althongh substantiz] for
this indieator, wna emall in comparison, for example,
with the advanee of almost 7 pereent from Apreil 1936
te September 1937. Thongh living costa wera higher
in Februsry than st any time sinoe the middle of 1933,
they still wore about 3.5 percent below September 1937,

Considaring the pace of induetrial activity and
anrrent emphagie on speed in production and delivery,
the riga of whaoleanle commadity prices hns atso been,
in general, moderata.  (In considering individual prices,
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howover, it should ba remembered thet o great reduc-
tion of overhead costa per unit of output has ecemred in
mony industries where output hae risen to copacity or
nepr-onpacity levels.) At the end of March the “all
commodity’? index wae still 7 percent below the highest
point reached in 1937,  Even tha index for commoditice
other than {oem prodacts and foods, which exsludea
the groups that fell furthest from 1887 to 1939, had not
quite equaled its highest mark for 1987, Nor has the
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increase sinoa August 1940 been aé an exceptionally
rapid rate except for particular prices or groups of
prices, especially imported raw materiale and certain
finisbed items in henvy demand by tha Army and Navy.

Tt should, none the less, be stressed that the over-nll
tendency is an upward movement, and thab price in-
creases ore appearing more nnd more frequently.
{hioted prices {ail to relact the full axfent of these
increp=es, not cnly becauss of the elimination of various

price conces=ions bub nlse because of pramiuvm peymenta.

for quick delivery., The extent of these practices is not
kmown, but they are probably commoen in cozes where
oparations would have to be stopped or seriously cur-
tiniled i aupplies of an sssential item were oot obiained.
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The Characier of the Frice Rise to Pate.

The net movement of commodity priccs since the war
broke out in September 1939 hnes not been that of a
roughly proporéionste rise in &ll prices, bub rather a
lifting of those sensitive prices which in the 2-venr
period immedintely preceding the outhrenls of war hod
been depressed most, Since moany guobted prices fell
relatively litfhe or not ot all in this period, and hove
chaaged bt slightly since Avgust 1939, the tendency
of the price incronses since the latter date hos besn to
reduce the dispersion of prices that resulied from their
relative movements afterr the middle of 1937, This
tendency is reflected in o somewhat greater ralabive
rise in prices of raw materinls than in these of manu-
factured goods, ps evidenced in fgure 8, both for the
net movemant since Aagusé 1989 and for the peried of
sustoined increase smee Augest 1946, Fiegwe 8, in
which ore shown the net changes in the prices of 1epre-
sentative individusl commodities hetween selected
weelks in 1987 nnd 1938, and 1939 ond 1941, provides
nn even bebtar indicatdon of this tendency., For ex-
smple, this figure shows that the price of No. 3 yellow
corn dropped about 68 percent from the weels of May 8,
1937, ta the week of August 19, 1039, From the latter
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dote to the racent week of March 15 the price ross 42
percent, thia ganeral movement beirg typical of most
agricultoral iterns and of » small number of besic
industrial materials. On the other hoand, prices of
finished atesl, cement, plaie gliss, and sulfuric acid,
which changed not at oll or only in comparatively alight
degres in the frsd peried, likewiae advanced little or not
at pll after the outbresk of war. -

Price behavior of the type demonsirated is nothing
new. [Itis the rula rather than the exception for prices
of row moteriale to Juctunte more widely than those of
semimpnufactured goods, and for the latter to fuctuate
mors than prices of manufactured goods. The fact
ghould be stressed, moreovar, theé the price advance
which has a¢curred i9 one thet is not unexpected, given
partially unutilized resources at the outset, tending to
limit price increnses, but given also such factors ps o
tremenidous inersase in the demapd for goods, an urgent
need for quick delivery, and n marked shift m the
cherncter of goods demanded. Clessation or delay of
sxport and import trade has iended to depress scine
prices or limit their advancs, while contributing to the
rise of other prices.

To this list of sonditioning sireumstences musé also
ba ndded o wide resopuition of the need for maintaining
#x stoble o price structure as possible. The Price
Btabilizatjon Division of the National Defense Ad-
visory Commission, which in charged with the task of
preventing unnacessary or unjustified prics increases,
hos had some success in this direction. In instances
whers the demand is obviously greater than the supply
likely to ke svnilable in the near term, stéempts have
been made to control the prics whils the basie shortage
of supply is baing sorrected. Howevar, the activities
of the Price Stabilization Division have been largely
confined to the situntions that have been most nente,
und tha nat resulé of all tha influences at work hos been
o tendency toward oi least s slight strengthening of
prices over a wide nres of the sconomy.

Boeskc Commodity Prices.

The familiarly sensitive prices of leading basic com-
modities have experienced the most substantial xise for
any diverse growp. Over the 7 months from August
19 to the end of March the Burean of Lnbor Statistics'
basic commodity price index scorad o net increase of 28
percent. (See fiz 10.) Although the import com-
ponent of this index rose mora than the domestic, with
almogt Linlf its advance of 37 percent ocourring aiter
the middie of February, tha domesiic items in the index
rosa ghout 22 percent on the average.

The foct thoé ol import prices in ihe Index were
aignificantly and in most cases substaniially higher in
the hatter pavt of March then in mid-Auvgust of last
year anggests the importance of such general factoys os
increased consumpbion, forward buying and ligher
shipping rates. As shown in en article on page 13 of
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$his issue, the shipping situation hos become increas-
ingly tight, with o mmnber of incresses in cargs rates
nnd further increnses expected ofter April 1. For ex-
ample, the rote oo freight space from the north side of
Cuba for April shipment of raw sugar moved up from
40 t0 45 ond in erome cases 50 cents per 100 pounds
during the latter pary of March, compared with 26 to
30 cents earlier this yesr. Despits a quots incresse of
about 3% percent anmounced on March 19, both raw
and refined prices held in ihe next faw days and ud-
vanced subeequently. The rise in freight rate alome
does ot account for the full extent of the incresse in
raw or refined sugor prices, but the upward trend in
troosportotion cherges, as well ns {ear of intexrupted
shipments, Laz led to heavy forward buying by refiners
oad large conemming inberests, snd thi= in fuwrn has
exertod presure on prices. Similar conditions have
operated in the markets for other import commodities,

Among the domestic items included in the Bureau
of Labor Btatistics’ index of basic commodity prices,
cotton print cloth ecored one of the largest relative
increnses, snd domeatic nonferrous metsls and some
steel acrap quototions were up by IC percent or mote
over last Auguat. Agriculturel prices hove advenced
substaniielly, the duly index being nearly 20 pereent
higher &t the end of Moveh than in mid-Avgust, Whest
ot Eansas City roas over 30 percent from mid-August
to mid-November, but declined in January, On the
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other hand, livestock prices advanced sharply in
December and Jenuay, eapecially with a declina of hog
morketiogs in the Intter month. Prices of all leading
agriculéural commodities moved ap ngoin during March
under the influence of 2 number of fectore, Raw
cotton prices reflscted the new record levels of mill
consumpbion of rew cobton, while whest pricss sd-
vanced with announcement of an 8-percent decline {as
comapared with last year) in spring wheat acresge
intended for plunting, propossd reductions in mext
goason’s winter wheat ecreage, and expectations of an
increased loan on this eesson’s crop. Choiton also
advanced further on mews of proposals for & higher
loan, and cottongeed oil prices late i March were at
their hirhest lovels o several yesrs, For many com-
modities, including foodatulfe, pessage of the Lease-Lend
Aot stimulated the prospecta for foreizn snles sz well
a5 the outlook for domestic consumption,

Except for some incrasse in lead, prices of the basic
domestic nonfarrous metals refined from new ora have
been unchonged since the end of September. The

problem of nonferrovs metal prices has ¢ontered around - -

the secondary mpthels—scrap matornials and refined
cutput from scrap. For months the demend for all
these matals has been such that primary praducers have
been umsble to supply buyers with all they would teke
ot the stable prices thet have been muintained, hence
buying pressvre has been trapsferred to the secondary
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marketa with resulting price increnses sud spaculative
holding of supplies. The size of thess merketz—that
ig, the large numbar of sellers of serap metal—rendes
the problem of controlling speculation difficulét. Con-
ditione during the firsé guarter of this year were such
$hat not only the prices of meinl refined from serap
but, in some instances, the prices of serap itaslf (mainty
the better prades) were above the refined prices of
primpry producers. A saries of warnings by the Price
Stabilizncion Ddivision of the Defense Commission to
scrap-metol dealers waz followed on Moreh 23 by on
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orer aefting maximum prices for serap aluminum and
secondary aluminum ingois, and on March 31 by a
similar order covering the sesondary zinc markeis.
Both erders ellewed o briel perisd for deliveries of
sevondary metal st prices higher than those stipuleted
in the new schedules, provided such deliveries were
hder the terms of coniracts entered into prior to the
dote of the Delfense Commission crder, and provided
such deliveries were made or sccepted to cneble the
seller to avoid loss,

With respect to bnsic commodity prices other than
those of primary producers of domestic nonferrous
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maetols the pisture is tharefore one of substantial and
eustained advanes over a pertod of mora than 7 months,
Not only the fact that the index of basie commodity
prices has surpnssed the peaiz reached in September
1939, but also the foot that the recent movement has
persisted for se long o tima (in contrast with the sudden
risa whean war broka onf), is sighifieant to the outlook
for commodity prices generally, Although induostrial
purchesers of bagic maieriale may in moany instanses
still hiave on hand supplies purchased prior to the
current advance in sensitiva prices, pricee of processed
and fabricated articles nre likely to reflact inereasingly
the fact thot such supplies con usually ba replenished
only aé the higher lavels now prevailing.

Other Commodity Prices.

Ae noted above, the prices of goods other than basic
materials hava not baen imovne to the pressures oper-
ating in recent months. Prices of setnimenufactured
end manafnctured goods wers 10 percent ond 4 porcent
higher, respectively, at the end of March than in the
middle of last August, about half each ingresse having
occurred sivee the first of this year. Many of these
prices, sspeaially in fhe semimanufactured gronp, are
almozt &z wolatile n= those of raw commmodities, either
becavse raw meterizls themselves constitute sn impor-
tant part of total production eosts, bacanse the industry
ia highly eompetitive, or for other reasona.

Bome of the most important procurement items of
ths armed forcez have bzen among the processed or
fabrientad eommoditisa whoss prices have advancsd
most sinee Iast Avgust. Thess include lumber, wool
gouds—uniform cloth, blankals, socks, gloves—lenther
goods, gelected cotion pooda. Ineresses in individual
tumber prices ronged up to 60 peresnt in such cnses as
that of Sputhern Pine, yellow, No. 2 common bozrds,
quotntions on which averaged $21.86 per thonsand
hoard faet in July and $38.01 in November, dropping
to $31.77, howavor, at the end of Mareh. In many
cases, partioularly on the No. 3 gradas, the prices actually
paid in the peak buying period inelndad subatantinl
premiums over the quoted prica. Despite recant de-
clines in prices of low—grade construction lumber the
Burenn of Labor Staetistics’ index of lumber prices
dropped only 2 percent from the and of Doecamber to
the end of Mareh, owing to recent inoreases for many
itoms that did not shwre the rise lust fall. Thus the
f. o, b. mill yalue of Southern bardwaods, Wo. 2 com-
mon and better, rose from $33.28 per thousand board
feet in Novembar ta 335.48 in Fabruary,

Early in August the price paid for £52,000 pairs of
Army gervice shoes purchased from one compony wos
$2.48 per pair, which wns within n few cents of the
lowest bids on announced reqairements up o that point
in 1940, Iater that month orders wers pleced for
1,064,000 pairs ot on &veraga prica of $2.49, Further
putchase of 2,297,000 poirs wos made in Qetober on a
nogotinted contract basis with an averngs priee of 32.43,
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nad, in Decamber, orders for 1,540,000 pairs, based on
competitivebidding, brought.an nverags priceof $3.32—
an incrensa of 34 pereent over the price paid at the be-
ginning of August.

Totol Army service-shoe purchasing of more than
7,000,000 patrs since st May (incleding 1,827 000
paira purchased in February} comprised less $hon 2
percent of total shoe production in 1940 and only shout
7 peccent of the produciion of men's work and dress
shoes, Fnotors in the price rise from July to December
included ndvancing hide prices snd =ome temporsry
searaity of toomed lenther of & grede that would meed
Army specifications. With incressed hide imports
beginning late last year, and with reduced exports of
sole laather in Janusry, hide prices dropped. Never-
theless, about $3.31 per pair waa paid for service shoes
in February, or roughly only 1 cent less per pair thea
in December. Civilian-shoe prices have recently shawn
strengthening {endencies, whereas cosh increnses last
fall were offset to some extent in quality changes with
little change in price,

Row-wool, wool-tops, nnd finished wool-cloth prices
have all advanced considerably since June of last year,

when the program of heavy Army buying begon.
Domestic row-woel prices rose obout 20 parcent lnst

fell and have weakened only slightly mmce November
when permission for manufacturers o use some foraign
wools In meeling procuroment orders was gronted.
The rize in prices of wool tops wos more spectacular
{about 35 percent from eaxly Junae to late October, with
further advances in the firsi 2 months of this year),
owing to limited wool-combing cnpacity. Prices on
fell lines of woolen goods were advanced shorply eardy
this year, ond thers is some evidense that less than hall
these increases could be explained on the basis of highor
raw-wool prices, Moreover, average hourly semings in
the woolen snd woreted ndustry rose but 2 percent
botween Avgust and Jannary. Advancing cloth prices
and wage inerenses now poing into affect among both
fabric and apperel companisa will contribute to indi-
cated retsil-price inerenses of $1.50 to $5 on men's
fali guita.

The rise of 23 percent in prices of all types of cotton
goody sinea last Avpust has already besm noted. An-
cording to the U. 8, Departmont of Apriculturs, the
avernge margin batween the wholesale prices of 17 eloth
constructions and the cost of cotton used (with an
allowanes for wosta in manufasture and noneotton con-
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tent of the cloth) roee 40 peroemi beiwesn August
last ond February of this year. During the sote period
the rate of cotion consumption inorensed 33 percent,
and avernge hourly enrnings rose only 2 parcent. For
most cotton-textlie constructions, in contrnat with the
situation in wool, the volume of Government buying
did net contribute greatiy to $he rize of prices.

In many ¢oses the quick-delivery periods specifisd
vn Government orders, rother than cost incresses,
wers gaid to be responsible for the upsawing in prioes.
In view of the fact thaé substantisl quantities of goods
ngeessary in the initiol eteges of the military trainiog
program have nlready been obiained, nnd in view also
of ionorensed coordinpiion of procurement, some price
reduction n this aren mighé logically be expected.
Drespits the justificntion for declines m some prices,
howsver, the ropid nocaleration of consumer buying iz
not econqueive to changes in this divection.

Although the Iron Age composiie price of ﬁmshml
ategl is still only 1 percent higher thoan in Auguat 1939,
eifective prioss nre higher to the extent thot discounta
and gther concessions aveiloble to steed consumers in
dlack periods have been yemoved., Automobile prices
wers advanced about 5 percert lest fall, bui with
minor exceptions have remained unchanged at the new
levels. FPrices of conerete building hlocks rose about
15 percent from Iast August to late March. Paint and
paint material prices rose only 4 percent, although
turpentine incrensed much more shorply, Some chem-
ical prices, notably those of éssential oils and hotanical
drags obtnined chiefly from Continentsl Burope, have
continued to advence. Scabtered morenses in the prices
of other commodities, such ns &ulw and paperboard,
have alao ocevrred,

Despita the number of commaodity prices thot have
already odvanced, there has not been the substaniinl
rize in practically all prices that would result if the
flow of total expenditures ware materially to excoed the
total volume of goods available at ciwrent prices. The
present appronch to price probleme ia lopely that of
individual rather then general price control. Becouse
of the tendency for individual price incrseses to com-
municate themsslves t0 other pricea, and the tendency
tar price increascs to stimulete demands for wags
incronses, succezsful conteol of individual prices obvi-
ously contributes to the neoidanea of conditions wader
whick general price control might becoma necessary.



